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the Capitol, Hon. Harley Kilgore (chairman of the subcommittee), 
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Present: Senators Kilgore, Hayden, McKellar, and Ecton. 


EXPORT-IMPORT BANK OF WASHINGTON 


STATEMENTS OF HERBERT E. GASTON, CHAIRMAN; HAWTHORNE 
AREY, VICE CHAIRMAN; WALTER C. SAUER, VICE PRESIDENT; 
SIDNEY SHERWOOD, SECRETARY; FRANK J. WALSH, CHIEF, 
ACCOUNTS DIVISION; MICHAEL R. RING, CHIEF, LOAN AC- 


COUNTS SECTION 
SALARIES AND EXPENSES 


Senator Kitcore. The committee will come to order. 

This afternoon we will hear from Herbert E. Gaston and his asso- 
ciates, of the Export-Import Bank of Washington. 

Before we proceed with the testimony, I think it would be best to 
insert in the record at this point the object classification schedules 
filed in support of the 1952 administrative expense limitation estimate 
of $965,000, which was the same as that provided in the current fiscal 
year. 

OBJECT CLASSIFICATION SCHEDULES 
The House recommended a limitation of $950,000, a reduction of 


$15,000 under the 1952 estimate. 
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(The schedule referred to is as follows: 


| jae | 


Object classification 1950 actual | 1951 estimate | 1952 estimate 


1952 compared 
with 1951 


SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions s 36 147 | 
Full-time equivalent of all other positions | 5 
Average number of all employees 27 36 137 


) 


Personal services: 
Permanent positions . 733 300 | 
Temporary positions , 55s 5, 5, 000 
Regular pay in excess of 52-week base 2,§ | 3, 200 | 
Excess of annual leave earned over leave | | | 
taken 21, 426 23, ¢ 24, 500 
Payment above basic rates : , 
Total personal service expenses , 796 23, 765 , 000 
DIRECT EXPENSES 
Personal services ‘ 
Travel 20, 535 
Transportation of things 278 
Communication services . , 802 | 
Rents and utility services , 911 
Printing and reproduction , 367 
Other contractual services 2, 663 
Services performed by other agencies », 349 
Supplies and materials 3, 879 
Total direct expenses , 946 
REIMRURSABLE EXPENSES 
Personal services , 5, 000 | 
Rents and utility services , 3, | 3, 000 | 
Total reimbursable expenses ; 9, 5, OOO 


Total administrative expenses 77, 000 


Senator Kitcorr. You may proceed, and let Senator Ecton ask you 
some questions later. 

If you have a prepared statement, you may file it or you may speak 
without a prepared statement. If you have one, you may high-light 
the prepared statement, whichever you desire to do. 

Mr. Gastron. We presented before the House committee, a prepared 
statement. I think we would be merely retracing the same ground if 
we were to present a new prepared statement at this time. 

Senator Kitcore. What do you think about putting that prepared 
statement in the record? 

Mr. Gastron. That was what I wished to ask you, to put that state- 
ment in the record. 

(The statement referred to is as follows:) 


GENERAL STATEMENT 


The Export-Import Bank is requesting $965,000 for administrative expenses 
for the fiscal vear 1952, the same limitation as that established for the current 
fiscal vear. 

You will recall that the bank does not receive appropriations but operates on 
funds authorized to be allocated out of its current profits, which are estimated 
at $51,000,000 for the next fiscal year. 

The amount proposed has been fixed in the light of the President’s program of 
the closest and most rigid economy for the coming year. There is no doubt 
that administrative needs in connection with the consideration of new loans and 
the administration of existing credits will tax the ingenuity of the Directors and 
officers of the bank to make these funds suffice. 
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But that is not a new story in the Export-Import Bank. We are today dealing 
with credits and with developmental projects spread all around the globe at a 
cost very little greater than Was incurred a few years ago to deal with commit- 
ments which were only a fraction in amount, number, and geographical extent 
of those being administered today. 

A few years ago the bank was dealing principally with only a few countries 
in Latin America and had about $500,000,000 outstanding loan commitments. 
Our commitments now are close to an even $3,000,000,000, and we are supervising 
administration of credits and considering applications from all continents and some 
40 countries. We have large commitments in Mexico, one of our two border 
countries, and are considering strategic-metals financing in Canada; but we also 
have projects in being and allocations to consider in countries as remote as Turkey, 
Egypt, Liberia, Saudi Arabia, Iran, Afghanistan, and Indonesia. 

We do not anticipate any lessening of our workload during the approaching 
fiscal year. If the shortage of materials should curtail, as it may, sales of some 
United States products financed by export-import loans, this will be more than 
counterbalanced by the demands on ovr staff incident to applications for financing 
development of scarce strategic materials. As an instance, I can cite projects for 
producing manganese, zinc, nickel, tin, copper, and sulfur in foreign countries 
which we now have actually in hand and on which we are working closely with the 
supply and stockpile agencies of the Government. These projects require con- 
siderably more planning and professional-staff work than the ordinary foreign 
loan, because the bank is the seeker and not the sought and a good deal more 
initiative and coordinative effort is required. We have not thought we were 
warranted in merely sitting and waiting for projects to be brought to us where the 
defense interests of the United States are so closely concerned. 

But we shall be required to continue our activity in other types of projects 
where the economic interests of the United States are involved. We are concerned 
with industrial enterprises in foreign countries such as the steel mills in Brazil 
and Chile which will relieve the strain on United States production, with trans- 
portation improvements to bring out supplies of exotic products needed by the 
United States, and with developmental projects in underdeveloped countries 
which we cannot drop in midstream and others which are needed to serve the in- 
terests of the democratic western world. Such are the projects I have mentioned 
in middle and far-eastern lands as well as many in Latin America from the Rio 
Grande to the Straits of Magellan. 

I think you will realize from what I have said that the program we have laid 
out for ourselves will stretch our staff resources to the limit. But we intend to 
make an effort to make the proposed allocation of funds do the job. 

We have experienced some difficulty in the last year in obtaining just the men 
we need to fill gaps in our organization. Our standards are rather high. Our 
current vear’s funds probably will not be fully exhausted. This is because we do 
not dare to increase our staff and expenses far beyond the rate that can be sus- 
tained for a full year. At the end of this year we will be fully up to that mark. 
We have succeeded in adding some badly needed professional personnel. 

While it is impossible to estimate the extent to which the bank’s lending 
authority, of which only $545,000,000 is now uncommitted will be committed in 
1952, there is strong evidence that increased demands for loans will be placed 
upon the bank. After thorough consideration of the possible potential total of 
new loans in 1952 the Board of Directors estimates that only 144.6 million dollars 
of its present lending authority will remain uncommitted as of June 30, 1952. 
This indicates a sharp depletion of the bank’s lending authority in relation to the 
increase in the lending operations. To meet probable needs in the present critical 
international situation as well as to finance strategic material development, it 
seems to us apparent that early consideration should be given to increasing its 
statutory lending authority by $1,000,000,000 as requested by the President in 
his recent budget message to the Congress. ; 

Loan disbursements in 1952 are estimated at $270,000,000 and loan repayments 
and interest should total approximately $210,000,000, which indicates that a 
significant portion of the funds for new loans is provided by repayments and 
interest earnings. The net profit in 1950 was 49.1 million dollars and is estimated 
at 49.5 million dollars in 1951 and 51.3 million dollars in 1952. 

The magnitude of the bank’s task is indicated in part by the fact that interest 
and principal payments ranged between 195.3 and 210.2 million dollars. Admin- 
istrative costs of less than $1,000,000 annually seem more than justified to safe- 
guard lending operations of these proportions. The bank estimates that its out- 
standing loans at the end of 1952 will amount to approximately 2,508.3 million 
dollars in over 40 different countries. 
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The number of credits which are approved represents only a small percentage 
of the requests for financial assistance received by the bank. Nevertheless 
valuable man-hours must be spent in assessing the worthiness and suitability of 
applications. Over 80 applications for credit were rejected as being unsuitable 
or not falling within the field of operations of the bank during fiscal vear 1950. 
Analysis of the worthiness of many of these required as much time of the staff 
and officers and directors as did the analysis of those applications which were 
ultimately approved by the Board. 

I think I should interject here that when I say 80 applications for credit were 
rejected, we mean they were rejected after serious staff consideration and discus- 
sion by the Board. That does not inelude the brush-offs of applications that we 
considered clearly out of line. 

Administrative expenses for 1952, estimated at $965,000, include an estimated 
$48,000 for travel expenses needed for field examination and inspeetion. The 
total of administrative expenses will amount to less than one-half of 1 percent 
of disbursements, one twenty-fifth of 1 percent of loans outstanding and 1.9 
percent of estimated net profit. 

The bank is authorized by the Export-Import Bank Act of 1945, as amended, 
to extend loans and guaranties not in excess at any one time of $3.5 billion ‘“‘to 
aid in financing and to facilitate exports and imports and the exchange of com- 
modities between the United States or any of its Territories or insular possessions 
and any foreign country or the agencies or nationals thereof.’’ The act also 
provides that it is the policy of the Congress that the bank should supplement 
and encourage and not compete with private capital, and that loans, so far as 
possible consistently with carrying out the purposes of the act, shall generally 
be for specific purposes, and, in the judgment of the Board of Directors, offer 
reasonable assurance of repayment. 

The management of the bank is vested in a Board of Directors consisting of four 
full-time Directors, appointed by the President by and with the advice and consent 
of the Senate, and the Secretary of State, ex officio. One of the members of the 
Board is designated by the President to serve as chairman. Not more than three 
of the five Directors may be members of any one political party. 

The staff of the bank, consisting of 125 persons as of January 19, 1951, includes a 
vice president in general charge of the major professional divisions, a vice president 
and treasurer, a secretary, with important administrative responsibilities, a general 
counsel, and legal, accounting, engineering, economic, examining, private capital, 
and administrative divisions. 

In addition to the bank’s functions under the Export-Import Bank Act of 1945, 
as amended, by provisions of the Foreign Assistance Act of 1948, when it is deter- 
mined by the Administrator for Economic Cooperation that assistance should be 
extended to a participating country on eredit terms, the bank is authorized to 
make and administer the credit on terms specified by the Administrator in consul- 
tation with the National Advisory Council on International Monetary and Finan- 
cial Problems. 

I think TI ean perhaps make that a little plainer by saving that it means that we 
administer the ECA loans. If we get a direction with respect to an ECA loan we 
draw up the contracts and put it on our books and attend to the collections. 

The Administrator and the chairman of the Board of Directors of the bank have 
entered into an agreement providing that the bank will issue as agent for and 
upon terms specified bv the Administrator the guaranties of foreign investments 
which are extended under section 111 (b) (3) of title I of the Foreign Assistance 
Act of 1948. Those, as I think the committee knows, are up to this point exclu- 
sively guaranties of convertibility into United States dollars of returns on invest- 
ments abroad. 

The act provides that the bank shall be reimbursed for its services in this regard. 
Although it is possible to secure reimbursement for direct expenses, it is impossible 
to do so for indirect expenses which would be classed as general overhead. This 
tends to increase the workload of the bank. 

There has been a slight increase in administrative expenses since 1948 in con- 
trast to greatly increased lending operations as evidenced by the sharp rise in 
interest paid to the United States Treasury during the same period. 

The Board of Directors believes that $965,000 is the rock bottom minimum limi- 
tation which should be established for 1952 and that any reduction of this amount 
might impair the bank’s ability to manage and safeguard $315 billion of Govern- 
ment funds entrusted to it to administer. 

I do not think it is out of line for me to say that we asked for somewhat more 
funds originally than we are now formally asking for in this presentation. 
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Mr. Gaston. As has been noted, the Budget Bureau recommended 
a total of $965,000 as an allocation for our administrative expenses for 
this current year. That was reduced by the House committee to 
$950,000, a reduction of $15,000. 

Senator Kincorr. You started out as the Export-Import Bank 
with certain capital voted and furnished by the United States. What 
was that? 

Mr. Gastron. Under the 1945 act it was enlarged to $1,000,000,000. 


Senator Kitcorr. That is the fund from which you make your 
loans? 





FINANCIAL STATUS 





Mr. Gasron. In part, we supplement that by issuing notes to the 
Secretary of the Treasury at a rate of interest gaged, by the current 
rate being paid by the Treasury. That is now 1% percent. We have 
something less than $1,000,000,000 of notes in the hands of the Secre- 
tary of the Treasury. The $2,250,000.000 funds we have paid out 
are represented by our capital stock of $1,000,000,000, our reserves, 
which are currently about $250,000,000, and notes held by the Secre- 
retary of the Treasury, most of them at 1% percent interest, which 
amount to just about another $1,000,000,000. 

Senator Kitcore. How much do the creditors pay? 

Mr. Gasron. You mean how much do we collect? 

Senator Kitcore. Yes. 

Mr. Gasron. The rate ranges from as low as 2% percent on some of 
the lend-lease termination loans made right after the war to as high 
as 5 percent on the loans that have an industrial character to them. 

Senator Kitcore. So, based upon your capital of $1 billion, and 
vour reserve of $250,000,000, plus how many million do you have? 

Mr. Gaston. About $1,000,000,000 out in notes to the Treasury. 

Senator Kircore. How much do vou have unobligated at present, 
as loans? 

Mr. Gasron. Those figures we have been putting together are the 
sums of funds actually outstanding. We have unallocated of our 
lending authority, which is $3,500,000,000, a total just over $500,- 
000,000. It is $518,000,000, to be exact. 








EARNINGS OF 





BANK 





Senator Kincore. So vou do have an earning power within the 
bank of the difference between 1% percent and the average rate that 
you charge, from which vou are able to pay.the operating expenses of 
the bank and absorb a certain amount of loss? 

Mr. Gastron. That is correct, sir. Our losses have been very small. 
Last vear, during the calendar year we had a profit of, I think just 
about an even $50,000,000 over and above our operating expenses, 
including interest paid. 

BASIS 


OF LOANS 








Senator Kingore. The basis of your loans is upon a_ purchase 
within the United States made by a private corporation, guaranteed 
by their Government; is that right? 

Mr. Gasron. In part, sir. Some of the loans are made direct to 
Governments or agencies of governments, and in the main what vou 
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say is correct; that the purchases are in the United States. In some 
cases where there is urgent need for some products that aie not 
United States products, we allow a small percentage of what we call 
off-shore purchases. In the main, about 95 percent of the total 
expenditures——— 

Senator Kingorr. Ninety-five percent of the money loaned by you 
comes back into the United States by way of purchases? 

Mr. Gaston. That is correct. 

Senator Kitgore. It just stays here, in other words? 

Mr. Gastron. That is correct. We do not pay out a quantity of 
cash to a borrower. What we do is in some cases give them an 
advance, a revolving fund. In many cases we simply await the 
receipt of evidences of purchases, disbursements, in the United States. 
They give us the invoices to show they made certain purchases. We 
check to see whether they are in line with the credits. Then we 
reimburse them. 

Senator Kitcore. Do you ever check that as to average prices? 

Mr. Gaston. Yes, sir; we do. 

Senator Kitecore. | wanted to get those points out, that the opera- 
tion of the bank is 95 percent for the advantage of American industry 
in the selling of its products abroad. 

Mr. Gaston. I would say, sir, that the operations of the bank are 
100 percent in the interests of the United States, and that includes 
United States industries, because, when we authorize purchases out- 
side of the United States, we are authorizing them to make purchases 
which are necessary to complete a project which is in general 95 
percent financing of United States goods and services. 

We are also selling United States engineering and technological 
services of various kinds, because in nearly every contract of any size 
that we have, the amount of professional advice is considerable. 

Senator Kirgore. The amount you are asking; do you ask that 
the reduction by the House be restored? 

Mr. Gasron. We are not asking that. In my statement before 
the House committee I said we would have a difficult time to keep 
within the appropriation that has been laid down for us by the budget. 
I will say that, with the House reduction, we will have an even more 
difficult time but we will do our best to stay within it. 


AMOUNT REQUESTED 


Senator Kirgorre. What was your request to the budget? 

Mr. Gastron. $1,142,000. 

Senator Kitgore. What did the budget allow you? 

Mr. Gastron. $965,000. We never have spent as much as $1,- 
000,000 in any year. 

Senator Kirgorr. Then the House reduced you how much? 

Mr. Gastron. $15,000. 

Senator KitGore. So it is $950,000? 

Mr. Gastron. That is right. 

Senator Kitcorr. From what source are the funds of the operation 
of the bank derived? 

Mr. Gaston. From the profits of the bank on its operations, the 
difference between the cost of its money and the amount that it 


receives in interest. 
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Senator Kitgoren. So no part of this money is really a direct charge 
upon the taxpayers, but is a charge against the earnings of the bank, 
and this is an authorization to spend up to the amount requested or 
directed out of such earnings; is that right? 

Mr. Gaston. That is right. It would not be a charge upon the 
taxpayers, unless we should suffer exceedingly heavy losses, losses 
beyond our prior earnings. 

Senator Kitcore. The only way that could bee ome a charge would 
be in the event your losses exceeded your earnings? 

Mr. Gaston. That is correct. 

Senator Kitcorr. Therefore you ask for an authorization to spend 
out of earnings, a certain amount, if necessary, to be advanced by the 
Treasury, until the earnings are accrued up to that amount? 

Mr. Gaston. That is right. The way in which we operate is that 
we have a checking account in the Treasury. It is usually kept 
very small. Each day our accounting department compiles the 
amounts that are to be received and the amounts we will be called upon 
to pay out during the day. If the out payments exceed the estimates 
of receipts during the day, then we give the Treasury a note for 
approximately the difference. It might be slightly more; it cannot 
be less, of course. 


PROFITS AND EXPENDITURES, FISCAL 1951 


Chairman McKetiar. What were your profits last year? 

Mr. Gaston. They were $49,100,000. 

Chairman McKetiar. What are the expenses? How much of the 
$49,000,000 goes to expenses? 

Senator Kitcore. $950,000 under the House bill, $965,000 under 
the budget-approved estimate; is that right? 

Mr. Gaston. That is right; but the $49 million is a net figure. 

Senator Kingore. So there is a profit in excess of $48,000,000? 

Mr. Gaston. That is correct. 

Senator Kitgorr. Might I put in at this time a statement here 
showing your program highlights in millions of dollars, of the Export- 
Import Bank for 1950, 1951, and 1952? 

(The table referred to is as follows:) 


Export-Import Bank of Washington, program high lights 
{Millions of dollars} 


1950 1951 1952 
Loans outstanding, June 30___..--- saaeie daonee! 2, 226. 30 | $2, 378. 30 $2, 508, 30 
Uncommitted lending authority, June 30 fukioabe cos panel 713. 60 414. 60 | 144. 60 
Disbursements of loan authorizations : ont 196. 30 282. 00 270. 00 
Total repayments and interest received | 197. 20 | 195. 30 210. 20 
Net effect on Government budget aac’ 419. 20 | 100. 60 | 75. 60 
Administrative expense ; ; eae . 86 .97 | .97 
Net profit ___- . Jadot 49. 10 | 49. 50 | 51. 30 
Earned surplus reserved for future contingencies peicagane 203. 10 252. 60 | 303, 90 
| 
Actual as at Apr. 30, 1951: 
Loans outstanding, Apr. 30, 1951 pldkts bakbubodeain wae dete ---- $2,302. 00 
Uncommitted lending authority Apr. 30, 1951 : pap edinews ‘ 518. 60 
Disbursement of loan authorization, July 1, 1950 to Apr. 30, 1951 199. 10 
Total repayments and interest received, July 1, 1950 to Apr. 30, 1951 (principal $123.4, interest 
$556.9) 180. 30 
Net effect on Government budget, July 1, 1950 to Apr. 30, 1951 : 10. 80 
Administrative expense, July 1, 1950 to Apr. 30, 1951. _-- ‘ 76 
Net profit, July 1, 1950 to Apr. 30, 1951 is. bu - : heat 42.70 
Earned surplus reserved for future contingencies, Apr. 30, 1951._......-..---.--------------- 245. 70 


81916—51——-49 
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Chairman McKetuar. The $49,100,000 that you have, do you 
put that into the Treasury? 

Mr. Gaston. All of our funds go almost immediately into the 
Treasury. We make deposits when we get payments, nearly every 
day. We estimate how much money we are going to need each day. 
If we need more than we are going to have in the way of collections 
during that day, then we sell a note to the Treasury for the amount. 

Let me make it plain for the record that the $49,100,000 of which 
we spoke as profits was the net figure after the payment of all expenses, 
including the administrative expenses, which do not come out of the 
$49,000,000. That is the net figure after the payment of interest 
and administrative expenses. 

Chairman McKe.tar. I was wondering where it went, whether it 
accumulated in your bank or was paid into the Treasury. 


CHECKING ACCOUNT WITH TREASURY 


Mr. Gaston. We keep a checking account in the Treasury. We 
keep that account at the lowest practicable figure. Sometimes it 
may be as low as $300 or $400. Sometimes we may keep $1,000,000 
overnight. We save interest by keeping it down. We can always, 
when we make collections, pay on notes and take up notes that the 
Treasury holds, so as to reduce our expenses, 

Senator Haypren. There is one statement in the House report Ido 
not quite understand. It says that the committee recommends 
$950,000 for the administrative expense of the bank for the fiscal year 
1952, which is a reduction of $15,000 in the alleged estimates, and 
$15,000 less than the amount appropriated in 1951. However, this 
amount is believed to be sufficient, because the Bureau of the Budget 
has established a reserve of $34,000 in the 1951 appropriation. 

Mr. Gaston. That is correct. 

Senator Haypen. What was the occasion for that? 

Mr. Gaston. Because they did not think we were going to spend 
all of our money, so they wanted to lock it up. They established a 
reserve originally of $50,000 and it has since been reduced. It is 
probably a fact that we will not spend all of this year’s appropriation, 
although we are spending at the present time at a rate which is fully 
up to and perhaps slightly in excess of last year’s appropriation. 
It is quite possible we will come through the year with $28,000 or 
$30,000 less. 

Senator Haypren. My understanding is, as far as the run of the 
agencies of the Government are concerned, and I assume the rule is the 
same here, that you apportion the amount of money that is available 
to you on a 12-month basis, and that the budget always requires some- 
thing left in the way of a reserve; that is, you do not apportion it ac- 
cording to the last red cent. 

Mr. Gaston. I do not think that is always the case. If it seems 
unlikely that the total appropriation will be spent at the going rate of 
expenses, they do establish such a reserve. ‘They did it in our case. 

Senator HaypEen. Then they established at the beginning a reserve 
of $50,000. Then you found you needed it and they dropped it down 
to $34,000. The reasoning of the House is, if you did not need that 
much money, therefore, it was not necessary to appropriate it this 
year. What is the difference between the situation in 1951 and the 
coming fiscal year? 
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Mr. Gaston. The difference in the situation will be that we will 
be more active in the field in the way of policing existing loans and 
investigating new loans. It depends a great deal upon what the 
Congress should do in the way of imposing indirectly on us burdens 
that we may have to accept. 

For instance, if a decision should be made that we should make 
loans in a territory where, heretofore, ECA has been making loans, 
or where it has been expected ECA would make loans, it would impose 
a burden of investigation and inspection and policing on us that would 
add to our expenses. 

Senator Kitcore. You must investigate your loans abroad, which 
adds a burden to you that is not normally entertained by the average 
domestic bank? 

Mr. Gastron. That is true. The ordinary domestic bank does not 
do business abroad, except on documents or except where it has offices 
in the foreign countries where they can get good reports. I think that 
is true as a general rule. 

Senator Kitcorre. You are not permitted to make loans where 
ECA funds have been available? 


COMMITMENT IN INDONESIA 


Mr. Gasron. It is rather a policy we have adopted. We have not 
made loans in areas heretofore, in which ECA was operating to any 
considerable degree. We do have a commitment at this time in 
Indonesia,’ which is not yet fully allocated. It amounts to $100 
million. ECA has, since we made that commitment, gone in with 
an investigative mission. So we are both working there. 

Senator Kitcore. The reason | asked that question is that I happen 
to know at one time you were seriously considering a loan in Austria. 
ECA moved in and you withdrew your consideration. 

Mr. Gaston. We did make a loan in Austria. 

Senator Kiieore. | am not criticizing that. 

Mr. Gaston. We did make a loan there, but that was before ECA 
began its operations. 

Senator Kitgore. You have been considering other loans. As soon 
as ECA moved in, you stopped loaning money? 

Mr. Gaston. That is true in Turkey also, and Italy. 


ADMINISTRATIVE EXPENSE 


Senator Kitgore. In 1950 you had $965,000 funds available for 
administrative expense. You have a reserve of $28,000. 

Mr. SHerwoop. That is correct. 

Senator KitGcorp. Which means, up to the present time on the fiscal 
1951 budget you have spent $937,000 administrative expense? 

Mr. Gastron. No, sir; you will have to make allowance for the 
estimated expenses at the current rate up to the end of the fiscal year. 
This reserve is over and above. 

Senator Kineore. 1 am talking about up to the first of this month. 

Mr. Gaston. That reserve is over and above what they estimate our 
expenses at the current rate will be to the end of the fiscal year. 

Senator Kriaorr. If the House figure of $950,000 goes through, you 
will have $13.000 which vou could use for extra monev? 
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Mr. Gaston. Not after the close of the fiscal year. 

Senator Kitcore. I am talking about the estimate. 

Mr. Gaston. That is right. 

Senator Kircore. Your contention is that the estimate is not 
realistic; that you cannot have a saving of $28,000 out of your present 
reserve at the end of the fiscal year? 

Mr. Gaston. I think we agree with the Budget as to what our 
saving will be at the current rate of expenditure. It is in the neighbor- 
hood of $28,000 to $30,000 at our present rate. It is quite probable 
that because of some necessary long-distance travel we will increase 
our rate of expenditure. I do not know that we would be able to go 
through the year and save a reserve of $28,000. It depends on 
contingencies. 

Senator Krncore. You have less than 2 months to go. 

Mr. Gaston. Actually, we need some more men now, two in par- 
ticular, technical experts. Even though it will increase our average 
rate beyond the rate established in the budget, we hope to recruit 
during the remainder of the year by contract or by direct employment. 
Then we will have some expenditures for travel, which will be rather 
considerable. 


LIMITATION ON TEMPORARY EMPLOYMENT 


Senator Ecron. Is that the reason that $20,000 is taken from the 
permanent positions and dropped down in the temporary positions 
item? ‘To take care of any extra help you mentioned? 

Mr. SHerwoop. We have had, for some years, a limitation on tem- 
porary employment, of $5,000, which was of little use to us, because 
the kind of temporary employment we need would be in connection 


with inspection in a foreign country of a project. That could not be 
done on any scale with the $5,000 limitation. 

So, in view of the fact that we have this reduced limitation to 
operate on, we felt that the bank would be in a better position to be 
able to ony up to a larger amount to take care of temporary serv- 


ices. It would obviate the necessity of increasing the overhead of 
the bank on a permanent basis to do a temporary job. 

Senator Kitcorr. What you are after is the Navy policy of contract 
short-term employment; is that right? 

Mr. SHerwoop. For special jobs. 

Mr. Gastron. We have several cases coming up, Mr. Chairman, 
where we will need a special kind of technical service, notably special- 
ized engineering service, such as forestry, where we will have to hire 
people, either from another Government bureau or from the outside, 
to do the work. 


PRESENT AND ESTIMATED NUMBER OF EMPLOYEES 


Senator Kitcore. I note in 1950 that actual employment places 
shows that you had 127 people on your payroll. Your 1951 estimate 
is 136. Your 1952 estimate is 137, which is an increase of one place. 
How many of the 136 estimated for 1951 are actually on the payroll? 

Mr. Gastron. There are 127. 

Senator Kiricore. Isn’t that the same amount you had in 1950? 



















TREASURY AND POST OFFICE APPROPRIATIONS, 1952 771 








Mr. Gasron. That is right. It is a coincidence, Mr. Chairman. 
We have been losing people because of the demand from outside 
agencies and the armed services. 

“Mr. Suerwoop. May I add to that, Mr. Chairman, that in view 
of the fact that the prospective limitation for operation next year is a 
reduced one of $950,000, we have felt that we could not fill up to the 
allowed number of positions without increasing our annual rate to a 
point which would be over what we would probably have next year. 

Senator Ki.Gorn. Please proceed, Mr. Gaston. 

Mr. Gasron. I do not have very much to add. I did want to call 
your attention to something along the line you are bringing out: 


RECEIPTS AND LOANS 


In the 6 months’ period covered by our last semiannual report, up 
to December 31 of last year, the bank paid out under loan agreements 
$81,000,000. It received repayments of principal totaling $87.8 
million. It received interest payments of $32.7 million. Disregard- 
ing the question of profit, instead of a net take from the Treasury, we 
had a net payment into the Treasury of approximately $40 million. 

Senator Krucore. I think I know what Senator McKellar was 
driving at. You repay into the Treasury. When you do, where is 
that applied? To your cash reserves? 

Mr. Gaston. No; it cancels a note in an equivalent amount or 
effects a reduction in a note in that amount. 

Senator Kirgorn. It cancels a note against the $3% billion allowance 
that you have? Is that the right figure? 

Mr. Gastron. It cancels a note against the $1 billion approximately 
that we have borrowed from the Treasury. 

Senator Kiigorn. You have a total allocation in the Treasury that 
you can loan up to—what is it—$3.5 billion? 

Mr. Gaston. We can lend up to $3.5 billion. We can borrow up 
to two and one-half times our capital stock or 2.5 billion. 

Senator Kingore. And that applies against the authorization for a 
loan from the Treasury, whic e you have been using, and putting up 
notes for? In other words, it operates in curtailment of your debit 
in the Treasury? 

MY Gastron. It does that, sir. 

senator KitGorn. You are not in shape as yet to apply any of it 
upon any cash reserves, or anything of that kind? 

Mr. Gasron. We think that the cash reserve is another matter. 
To get this bookkeeping matter straight, the net amount which is 
available to us for commitment is increased every time we receive a 
principal payment, whether the money is transferred to the Treasury 
or not. The amount of money we have outstanding, the amount of 
debt we have outstanding, is reduced by that amount, and we have 
that amount additional to lend. We do transfer that money immedi- 
ately into the Treasury, where it goes to reduce the amount that we 
owe the Treasury. 

Senator Kitcore. What happens to the interest or the earnings on 
that amount? Where is that applied? In other words, you get a 
repayment on principal, and the n you have a certain earning which 
comes in with it. Is that applied to reduction of your principal loans 
from the Treasury, or is th at set up in a bank reserve? 
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RESERVE FUND BALANCE 


Mr. Gaston. So far, up to this moment, the net earnings of the 
bank over and above all expenses, interest, and administrative ex- 
penses, have gone to increase our reserve, credited to us on the books 
of the Treasury. 

Senator Kireorer. Which is how much? 

Mr. Gaston. It is now $245,000,000. 

Senator Kirgore. Which could be applied, if necessary, in a case 
of liquidation against the notes the Treasury holds against you? 

Mr. Gaston. That is right. 

Senator Kingorr. So your interest is applied to your reserve in the 
Treasury and not applied only to debts in the Treasury, but is a 
reserve against debts? 

Mr. Gaston. That is true. The interest is credited to reserve; 
our net earnings are credited to reserve, but not the gross amount of 
interest; our net earnings after expenses are applied to reserve. That 
is used for a reduction of our debt to the Treasury. 

Senator Ecron. When you pay into the Treasury and your debt is 
decreased to the Treasury, is it not true that you can turn around and 
reloan that amount that is paid? 

Mr. Gastron. We can lend that amount; that is true. We can 
also lend an amount which is the difference between the amount 
already committed, and our total lending authority. That amount is 
increased every time we receive a payment on principal account and 
pay it into the Treasury. 

Senator Ecron. It seems to me, then, that the word “reserves” 
is a little bit confusing. 

Mr. Gasron. It is part of our capital structure. Our funds 
revolve. 

Senator Ecron. But you really do not set up any reserves, because 
you are not required to do so. 

Mr. Gastron. Our reserve is held by the Treasury. Any time it 
came to liquidating the affairs of the bank, it would make a difference. 

Senator Kitcors. In other words, approximately one-fourteenth 
of your total authorization you have set up is a reserve out of earnings; 
is that right? In other words $250,000,000 as against $3,500,000,000, 
would amount to one-fourteenth of it, so you have built up reserves to 
that extent? 

Mr. Gaston. That is right. 

Senator Kixcore. If the bank is permitted to continue and condi- 
tions continue as they are, eventually you might have enough reserve? 

Mr. Gaston. I think the principal pertinency of that reserve is 
this: If we were to suffer a heavy loss that did not exceed the amount 
of reserve, it would not result in any impairment of our capital. If 
we had a loss exceeding the total of our reserve, then our capital ac- 
count would be impaired. 


LOANS TO GOVERNMENTS ON GUARANTEED BASIS 


Chairman McKetuar. I notice on the statement dated April 30, 
1951, the loans made in Asia. To whom are those loans made, to 
governments, firms, corporations? 
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Mr. Gaston. We have in the main made them to Governments, 
We have some loans that are private loans, with Government guar- 
antees. That is, in Turkey, I believe the loans are not all Govern- 
ment loans, but are Government guaranteed loans. 

The Saudi Arabia loans are direct to that Government. The 
Afghanistan loan is entirely to that Government. 
The Indonesian loan is entirely to the Republic of Indonesia. 







QUESTION ON COMMITMENT TO INDONESIA 













Chairman McKe iar. Just take the Indonesian loan---to what 
extent have you made loans over there? 

Mr. Gaston. We have a commitment of $100,060,000, of which 
about $70,000,000 has been committed in definite allocations. They 
are on specific projects. 

Chairman McKe.uar. You say that they keep the interest paid. 
For what length of time are those loans made? 

Mr. Gaston. Ac ‘tually it would be better to take another example 
than Indonesia, because, in fact, through delay in action by the 
Indonesian new Republic, we have not had any of the contracts 
ratified. We have not paid out any money to Indonesia at all. 

Senator Kingorre. You have just made commitments there, once 
it is ratified, and no money has been spent? 

Mr. Gaston. That is right. The terms we have agreed upon are 
36 percent running 14 vears from March 1, 1956. 

Senator McKe.iar. Have any of these loans been made in the 
past to require repayments, and have they repaid the loans? 

Mr. Gaston. Whom do you mean? 

Chairman McKeuuiar. Take these Asiatic countries. The same 
thing would apply to the Latin-American and European countries? 

Mr. Gastron. We have practically no delinquencies. We have 
only a total amount of less than $250,000 charged off on losses in the 
whole history of the bank, which tells the story. We have received 
repayments in the history of the bank totaling $1,048,669,000. Those 
are principal payments alone; that is not interest. 


















LOAN TO NATIONALIST CHINA 





There is one country in Asia where a loan is delinquent for reasons 
we all know about. That is the loan to Nationalist China. We have 
about $36,000,000 out there. We do not predict as to that. 

Senator Kitcgorr. That is the Nationalist Chinese Government, 
however? 

Mr. Gastron. Not entirely. 

Senator Kitgore. Could you break that down as to whom that 
loan was given and what are the delinquencies? 

Mr. Gaston. We will do that. It is mostly Nationalist China. 

(The information referred to is as follows:) 








As of April 30, 1951, total delinquencies all of which pertained to loans to Na- 
tionalist China amounted to $2,176,872.46, made up of principal of $231,320 and 
interest of $1,945,552.46. The loans to Universal Trading Corp. and Yungli 
Chemical Industries, Ltd., are not delinquent, 
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LOANS TO OTHER NATIONS 


Senator Kircorr. How far has the Afghanistan ioan been out- 
standing? 

Mr. Saver. It has only been out for a year. 

Senator Kircore. How about Turkey? 

Mr. Saver. We are collecting from Turkey today. 

Senator Kiitcgorr. How long has it been outstanding? 

Mr. Sauer. We have had them out for about 4 or 5 years. 

Senator Kircorr. They are prompt with their repayments and 
their interest payments? 

Mr. Saver. That is correct. 

Chairman McKetuar. Have you made any to Russia? 

Mr. Gastron. No, sir. 

Senator KiirGcors. Or to any of the satellite countries? 

Mr. Gaston. We have made none to the present satellite countries, 
during the period when they were satellite countries. 

Senator Ecron. You do have one to Poland? 

Mr. Gaston. We made a loan to Poland while it was an independent 
government. That was a loan of $40,000,000. The payments are 
still being made on it. 

Senator Ecron. The interest is kept current? 

Mr. Gastron. That is correct. 

Senator Ecron. How are you getting along with Iran? 


QUESTION ON IRANIAN LOAN NEGOTIATIONS 


Mr. Gaston. We have not made any loan to Iran. Would you 
like to know a little of that story? 

We negotiated with Iran. We agreed to make a loan. We sent 
some people over there to investigate projects in agriculture and in 
road building. We had a tentative agreement over there on the 
terms of the projects. They sent a delegation over here, headed by 
a Dr. Moghbel to work out the details. We worked out the details 
and we drafted a contract. The contract was in every respect 
similar to our contracts with other countries, developmental contracts. 
That contract was sent over there and has never been adopted. 
They protested against various features of it. They said it was too 
technical, and they proposed amendments to the contract that would 
remove control of the spending of the money and of the performance 
under the contract which we could not permit. We have tried to 
simplify the contract just as greatly as it can be simplified. We are 
still awaiting some final action by the Iranian Government and the 
Parliament. The governmental changes there recently have made 
any action on it impossible. 

Senator Ecron. I wondered, in view of the prospective govern- 
mental changes, whether it would still be considered a good invest- 
ment? 

Mr. Gastron. As Mr. Sauer says, if they do go through with the 
form of contract, approve a contract, and say they are ready to spend 
the money and have the work done, we will want to take another look 
at the credit situation. 

Senator Ecron. On the money the bank can borrow, have any of 
those loans been floated through the RFC? Have you used any 
RFC money? 
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Mr. Gaston. We have not used any RFC money. The RFC gets 
its money from the Treasury. There would be no point to us getting 
our money from them. 

Senator Ecron. I wondered if you got all of your money direct 
from the Treasury. 


LOAN IN PARTICIPATION WITH RFC 


Mr. Gaston. We have a connection with the RFC in one particular 
loan. The RFC lent $5,000,000 for the development of the Steep 
Rock iron mines in Canada, which are directly north of the Mesabi 
Range mines in Minnesota. Then authority to make foreign loans was 
withdrawn. This Steep Rock Mining Co. was in urgent need of more 
development funds. We made them a loan of $5,000,000 after a con- 
ference with the RFC people and the agreement on both sides was that 
it was a good loan. So we have matching loans, $5,000,000 RFC 
and $5,000,000 Export-Import Bank to Steep Rock iron. 

Senator Ecron. You look after your $5,000,000 and they look after 
theirs? 

Mr. Gaston. Yes, but we look after them together. 

Chairman McKetuiar. Do the same facts concerning the repay- 
ment of loans or the payment of interest apply to Europe and the 
Latin-American countries, as to Asia? Do they pay their loans 
promptly? 

Mr. Gaston. The main difference is the length of our experience. 
We have not had a long experience in Asia or Europe, but we have in 
Latin America, and they do pay. 

Senator Kitgorr. How about Europe? 

Senator Ecron. There are some loans in Latin America that are in 
arrears, are there not? 

Mr. Gaston. There is one country, Paraguay, which is in arrears 
but not very heavily. They have been making recent payments. 
They have a terrific dollar exchange problem there. 

Senator Kingore. Would you put a memorandum on that into the 
record in regard to your loan experience in South America and Europe, 
including the Paraguay situation and the exchange situation? 

Mr. Gaston. Yes, sir. 

(The information referred to is as follows:) 


DELINQUENT BORROWERS 


As of April 30, 1951, two Latin-American borrowers were delinquent as follows: 


| Inerease | Principal 


‘ j ~ oon | wide dae | secs wy 
Republic of Paraguay bhi de $7, 247.26 | $317,465.21 | $324,71 
8S. & S. Construction Co. de Venezuela, C. A . 64, 876.75 | 1,000, 000. 00 1, 064, 876.7 


Total_. Libbinetese . ‘ wae 72, 124. 01. | 1,317, 465. 21 1, 389, 589, 2% 


LOSS ON POLISH LOAN 
Only one small loss of $3,491.96, on a loan to Polish cotton spinners made in 
1936, has been sustained by the Bank to date on loans in Europe. 
Senator Kirgore. During ECA you have not had much occasion to 
lend in most of the European countries, because you have withdrawn 
from the loan field where ECA was operating? 
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Mr. Gaston. Before ECA or the International Bank were created, 
we made some very substantial loans in Europe. We ceased making 
loans when ECA began operations. 

Senator Kiregorr. What has been your repayment experience on 
oa loans made in Europe prior to the International Bank and 

Mr. Gaston. The only loans on which principal payments have 
become due are the lend-lease termination loans. The payments are 
all up to date. There has been no default. The same thing is true 
of the interest payments on the other loans. 


QUESTION OF LOANS BEING REPAID WITH ECA MONEY 


Chairman McKe.iar. Have you any means of knowing whether 
the loans were repaid by money given by ECA to the European coun- 
tries? 

Mr. Gaston. I have no means of knowing that. 

Chairman McKe uuar. | would hike to know about that. 

Mr. Gastron. It would be a matter of opinion whether these coun- 
tries would have been able to make their repayments if they had not 
received help from ECA. 

Senator Kirgore. In other words, if equipment were purchased 
by ECA and that equipment was resold and then the money applied 
to your loans, there would be no way of telling? 

Mr. Gaston. It is a little more direct than that. 

Senator Kingorn. The ECA loan was a loan of American currency, 
which was repaid by a deposit of the foreign country at the current 
rate of exchange at that time, as fixed by law; is that right? In 
other words, if ECA loaned $1,000,000 for a certain industry in, shall 
we say, France, the French Government or the French company was 
supposed to put up that amount of francs to ECA, 90 percent of which 
went to assist the French Government’s recovery and 10 percent only 
was put in counterpart funds for the operation; is that right? 

Mr. Saver. That is generally true. 

Senator Kitcgorr. The only way you could determine whether or 
not any of that fund went to you would be to find out whether they 
had sold things and converted the money? 

Mr. Saver. I think the answer is necessarily this: The answer is 
definitely ‘“‘No,’’ ECA funds have not been used directly to pay our 
loans, both ECA and the Export-Import Bank being in pretty good 
position to say that because ECA follows the use of their funds. 

Senator Kiiteore. If ABC corporation, through the rehabilitation 
of a plant, sold materials which money was applied on your loan, 
then there would be no way of determining that? 

Mr. Saver. I think the reservation that should be made is that 
when ECA made a grant or even a loan to a given country, that freed 
dollars that the country had and in that way it may be that by reason 
of the ECA aid to these various countries, those countries are thereby 
enabled to make payments to us. 

Senator Kirgore. It may be their funds otherwise were not 
obligated. 

Mr. Saver. That is correct. Directly ECA is quite confident 
their funds have not been used to pay our loans. 





TREASURY AND POST’ OFFICE APPROPRIATIONS, 1952 777 


Mr. Gaston. The answer as to any direct use of ECA funds to pay 
the loans is that it has pot occurred. The very fact that ECA is rebuild- 
ing an economy generates earnings there. 

Senator Kircorr. Would it not be better to say this: Due to the 
method of operation of the Export-Import Bank in which you pay on 
invoices in which they show you certain contractual obligations and 
expenditures, rather than turning over the money to them and letting 
them spend it, it would be nearly impossible for them to use more 
than 5 percent of your funds at the most on liquidation of ECA funds 
or your funds either, in the wrong way? 

Mr. Gaston. It depends—— 

Senator Kircorr. ECA allocates their funds to the payment of 
bills in the United States or Canada and you give them the money 
on invoices which they have to show, as being satisfied. 

Mr. Gaston. I think it depends on the general revival of business, 
brought about by the program. 

Senator Kitrcors. On the other hand, if you rehabilitate a steel 
mill in Luxemburg, and that same steel company has a loan with the 
Export-Import Bank, and they sell steel to Italy, or even behind the 
iron curtain, they might take the dollars derived therefrom and apply 
them on your debt? 

Mr. Arey. They have to earn them some place. 

Senator Kircore. By the sale of that material some place, but no 
direct application directly from ECA to you. 

Mr. Gastron. I think it is possible to make that quite sweeping. 

Senator Kircorr. I wanted to get it in the record clearly. I 
wanted to be perfectly sure that enough safeguards are set up to see 
that we are not robbing Peter to pay Paul. 

Senator Ecron. Are any of these loans on an amortized basis? 

Mr. Gaston. All of them, sir. We set up a system usually of 
semiannual payments. We sometimes make them on a basis of equal 
semiannual installments of principal, and sometimes we do it, as in 
the case of installment buying of a home, through level payments 
throughout the life of the loan, where the amount of principal is 
small at the beginning and grows as the amortization progresses. 

Chairman McKe iar. Practically none of the installments are 
behind? 

Mr. Gastron. That is true. 

Senator Kingore. Your total charge-off loss is $250,000, of which 
you hope to recover a part? 

Mr. Gaston. Of which we have been recovering part and no doubt 
will recover some more. 

Senator Kitaorr. That is out of a total number of how many 
loans? I am not talking about present loans. 

Mr. Gastron. About $5,000,000,000. 


SUMMARY OF LOANS 


Senator Kitcors. May I put in the record at this time your daily 
summary of loans cumulative from February 12, 1934, which shows 
your authorizations by continents—Europe, Asia, Latin America, and 
other. If there is no objection, I will put that in. 
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(The table referred to is as follows:) 


Export-Import Bank of Washington, daily summary of loans by areas (cumulative 
from Feb. 12, 1934) 


| Europe Asia Latin America Other ! Total 


Authorizations a dil 313,459,809.91/$810,303,061.04| $1,620,203,481.48/ $404,326, 700.92! $5,148, 293,053.35 
Advances by participating 

banks . --| 111, 283, 670.00} 14, 000, 000. 00 7, 099, 904. 09 132, 383, 574. 09 
Cancellations and expira- 

tions. _- . 108, 255, 767. 58) 207, 990, 903. 48; 474, 836, 398. 91/196, 960,000.00} 988, 043, 069. 97 
Disbursements. ..........- |2, 042, 961, 715. 53|348, 515, 222. 96} 758, 415, 341. 17|198, 567, 730. 54/3, 348, 460, 010. 20 
Repayments } 3825, 166, 082. 2. 40/219, 8¢ 801, 903.75} 319, 428, 785. a 182, 085, 195. 25/1, ( 046, 481, 967. 11 


Outstanding loans.._....-- 1, 717, , 795, 633. ahs, 713, / 319. 21 ~ 438, 986, 555. 46} 16, 482, 535. 29) 2, 301, 978, 043. 09 
Undisbursed authoriza- 

tions 50, 958, 656. 356, 80} 239, 796, 934. 60} 379, 851, 837.31] 8, 798,970.38] 679, 406, 399. 09 
Total undisbursed 
authorizations 
plus outstanding 

2 {* 78, 754, 289. 0/208, 510, 253.81] 818, 838, 392.77] 25, 281, 505. 67/2, 981, 384, 442. 18 





—<$$_$___ — 


4 Rest of world and credits which cannot be identified with any particular area. 
FINANCIAL STATEMENT ON OPERATIONS 


Senator Kiigore, Is there anything further you have to offer sir? 

Mr. Gaston. May I clear up this matter of earnings, by giving 
you the income statement from the period July 1, 1949, to June 30, 
1950, during which our total interest income was $62,527 ,52 29.45. 

Our operating expenses, including provision for employees’ accrued 
annual leave, were $870,762.70. 

We had interest payments to the Treasury of $12,577,801.42. 

It might be of interest to have this full statement in the record. 

Senator Kiregore. That will be inserted in the record at this point. 
I would also like to put in at this point a statement of goods and 
services financed during the period from July 1, 1950, to March 31, 
1951, which I think comes from your records, and also the position 

of the bank with respect to lending authority as of April 30, 1951, 

which shows you still have an uncommitted lending authority base d 
upon current legislation of $518,615,557.82. 

(The tables referred to are as follows:) 


Export-Import BANK OF WASHINGTON 
Income statement, for the pe riod J uly 1, 1949, to June 30, 


Income: 
Interest on loans (including commissions): 
Loans made with Export-Import Bank funds_-_.--~---- om tn 588. 08 
Loans advanced through agent banks_--_-_-_-. : 870, 941. 37 
Total income ve ea es Pe SN eae ae 62. 5 527, 5 529, 45 
Operating expenses: 
Directors’ salaries__ - - -- ; 12, 541. 
Executive officers’ salaries - - - Re he 79, 056. 6 
Employees’ salaries 617, 137. 
Provision for employees accrued annual leave - - a eeee ; 21, 425. 
Travel ‘ salves eae ; 2 20, 165. 


Telephone and tele graph_ sw op ; , 7, 579. 93 
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Income statement, for the period July 1, 1949, to June 30, 1950—Continued 


Rent_-_. 


sic as Seale ES aad od ee ha io aw cece sink sae $59, 265. 39 
Repairs and alterations. 


es eas are 3, 963. 78 
Printing and binding- Le akg gt 6, 004. 20 


Depreciation i acts bahar Lat-. 6, 244. 68 
Office supplies and other expe I i i i ocala +2 7, 376. 75 





Total operating expenses : gee ae 870, 762. 70 
Nonadministrative expenses wiht Wetond 13, 540. 07 
Interest on obligations issued to U. “Treasury pdt Sees ae 12, 5v%7, SUI. 42 









TOG GTORUNES. « occ « oases ete eee es as ee 13 462, 104. 19 










Net income before provision for possible losses on delinquent 
loans A iva 49, 065, 425. 26 
Other income-recovery of principal and interest on loans in 

default ee ge eRe ae kL aa 23, 797. 27 
Profit on sale of equipment. - Bs et rai : 287. 85 











idk TER eee eee esate ewes east . 49, 089, 510. 38 


Disbursements on account of goods and services procured under loan authorizations 
in the 1950 fiscal year and the first 9 months of the 1951 fiscal year 





| July 1, 1950, 
Commodity 1950 | to March 31, 


1951 















Equipment: } 
Machinery and vehicles be c ‘ $101, 800, 000 $71, 500, 000 
Metals and manufactures (other than machinery) z hdl vn 48, 400, 000 9, 100, 000 
Industrial raw materials: 


Nonmetallic minerals... 
















2, 100, 000 | 2, 700, 000 
Chemicals and related products 4, 600, 000 | 3, 300, 000 
Raw cotton ; ; 21, 500, 000 | 8, 600, 000 
Textile fibers and manufactures a4 ; ee Lhd ‘ 1, 100, 000 | 900, 000 
Inedible animal and vegetable products. -. -- ates : 1, 300, 000 100, 000 
Edible animal and vegetable products ; debe lie A | 1, 600, 000 | 2, 600, 000 
Wood and paper ; 1, 900, 000 | 2, 900, 000 

Other items: | 
Miscellaneous ‘ acs 9, 300, 000 2, 900, 000 
Ocean freight, forwarding charges, etc 2, 700, 000 6, 900, 000 


Dollar exchange 





48, 700, 000 













Total. 196, 300, 000 1 160, 200, 000 





1 Estimate for 1951 is 







$282, 000, 000. 






Position with respect to lending authority, as of Apr. 30, 1951 









SEDGE BMCDOTILY (MAKINDUM) ..o sues aude eodsuceacae $3, 500, 000, 000. 00 
Less: 
Outstanding loans_ -- sawcuu Oa, 001, 978. 048.00 


Undisbursed authorizations — —-— __- 679, 406, 399. 09 







2, 981, 384, 442. 18 








PUT se | oe 518, 615, 557. 82 
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SPECIAL EXPORTER-IMPORTER CREDITS 


Senator Kirgore. We have your own activity statement with re- 
spect to special exporter-importer credits, Credit No. 187, covering 
1949, 1950, and 1951, from July 1 to April 30. I would like to put that 
in the record. If you have any comments to make on it, you may 
make them at this time. 

(The statement referred to is as follows:) 


Export-Import Bank of Washington, activity statement, special exporter-importer 
credits, credit No. 187 














| Fiscal year— 1951 
etait | _ * (July 1, 1950, 

1949 1950 to Apr. 30, 1951) 

Stendhal alimaieipiinin Kenta placid ice epeencstage hea ioniee 

ING 05 a CeSSSh ok ba chew ee dhandedsesb—owabip eee $206, 893. 16 $115, 417. 36 $115, 005. 12 
RR i 5, shes ~~ <5 2 scan sane Ronin tnddindaig tad wens 242, 342.91 | 138, 397. 99 106, 069. 08 
Outstanding balance. _.-...-....--- joacasnuntkemeaaetes 76, 354. 25 | 58, 373. 62 62, 309. 66 
ICE CN od iu cde Seen spew er ebeee 923, 645. 75 | 946, 626. 38 937, 690. 34 
I ie ince sich oteser ec teaeaneneensrenn ie Seabee 2, 422. 00 | 1, 537. 49 1, 025. 97 

i 





Note.—Total available $1,000,000 revolving. Credit lines ranging from $5,000 to $25,000. Advances 
repayable in 90 days or less. 


SUPERVISION OF LOANS 


Mr. Gaston. I think the statement is self-explanatory. This is a 
special class of small credits which we make to exporters and importers, 
in which we lend up to 75 percent of the amount of payments for goods 
exported or imported. 

Senator Kitgore. The idea being to aid small business? 

Mr. Gaston. Yes. Usually we have some added security other 
than the papers connected with the particular transaction. 


PERSONAL CHECK MADE 


F Chairman McKeE.uar. Suppose you lend money in Europe for the 
purpose of building a plant. Do you send somebody over there to 
check on that? 

Mr. Gastron. We do. One of our engineers has just returned from 
a trip to Saudi Arabia, looking over everything that is being done 
there. The same man was, shortly before that, in Afghanistan, giving 
us a very thorough report on the irrigation and land reclamation 
projects in Afghanistan. 

Our men travel quite a bit inspecting the progress, not only in 
advance of the commitments, but checking the progress of the con- 
struction. We have an application from the Mexican National 
Railroads for a loan of around $60,000,000. We sent two of our own 
men down there, one an economist, Mr. Lynch, who is very familiar 
with railroad problems, and the other an engineer who has an equal 
familiarity with railroad engineering. 

Then we had two other men from the Missouri Pacific go with them. 
They went over almost all of the lines of the Mexican National Rail- 
roads. 

Chairman McKe.tiar. When you make loans that way, does the 
Mexican Government guarantee the loan? 
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Mr. Gaston. Yes; that is a loan direct to the National Railways of 
Mexico, owned by the Government. 

Senator Krigore. Are there any further questions? 

Mr. Gaston. I think that is all we have, Mr. Chairman. 

Senator Kriicgore. Are there any present legislative hurdles to 
procurement of contract inspections, because I think you should keep 
abreast of work on your loans and abreast of prior study. Sometimes 
you may not have a man on your staff who is conversant with a 
certain thing. There may be only one project of that kind. It might 
be cheaper to the Government if you could contract with a good 
engineering company and send a specialist on to that. 

Mr. Gastron. There are no hurdles. We can do that. When we 
do not have men on our staff who are especially qualified for the job, 
we can do that. 

Senator Kintcore. One of the purposes of your administrative 
expenditure is to keep a staff, not only here in Washington, to do your 
accounting and your banking business, but to make the necessary 
inspections of the projects on which you lend money; is that not 
correct? 

Mr. Gaston. That is true. That is the one thing that gives me 
some uneasiness about the size of our budget. We have been ex- 
panded from a bank that had been operating almost exclusively in 
Latin American countries to one now operating in 40 countries. We 
have spread out all over the world. 


PERSONNEL STATISTICS 


Senator Kitcore. Can you furnish the committee a breakdown 
showing the amount of personnel you use on these inspections and 
progress inspections, as compared to the number of personnel perma- 
nently employed in the United States in all of your offices, and if you 
have men who work in here part time and abroad part time? Please 
break that down by estimate as to how much of your money is based 
upon inspection to see as to the security of the loan and how much is 
embraced in your normal business procedure here in Washington. 

(The information requested is as follows:) 


Export-Import Bank of Washington—Detail of costs applicable to field inspections 
and total administrative expenses for the period July 1, 1950, to Apr. 30, 1951 


Latin America: 22 men for 214% days! é ; L _.... $28, 999. 80 
Asia: 5 men for 87% days? Le a HORE _.. 11, 966. 86 
Rurone:: 3 man-for 33}6 Gayp suid ccc oe oe ee an 2, 684. 97 
Other: 
Canada: 8 men for 23 davs 3____- » nee ae 5. 2, 496. 38 
Africa: 1 man for 19 days- __- : er 2, 094. 50 
Domestic: 76144 days from headquarters __- ie a be ‘ 5, 179. 61 
Cost out of Washington -__-__-. Jotens waite kts ree ee By. 
Cost applicable to Washington_-__-.--_------ é .. 718, 697. 30 


Gross expense to Apr. 30, 1951 ewhtia'. ... 772, 119. 42 


1 Covers 12 trips of varying duration. 

2 Covers 3 trips of varying duration. 

3 Covers 5 trips of varying duration. 

4 Includes pro rata personal service costs and travel costs. 
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Senator Kincors. You are a little different from the average bank. 
You are more like an industrial bank. Therefore, it is rather hard 
for the average person without banking experience, to understand the 
ramifications of your problem. I just wondered if you can do it. If 
you can, I would appreciate it. You do not have to do it now, but you 
can supply it for the record some time before we get it before the com- 
mittee, to show how much you spend in the field and how much you 
spend in your regular banking operation here in Washington. 

Mr. Gaston. We will do the best we can with that. 

Senator Kitcors. I realize part of it will be estimated. You may 
have an engineer who passes on the preliminary plans here. He goes 
abroad and studies on the ground. He comes back and works on 
something else. 

Mr. Gaston. That is the way all of our work is done. 

Senator Kitcore. It has to be to a certain extent a fair estimate of 
how much you spend in safeguarding your loan on the ground, as well 
as protecting the safety of your loan in Washington. 


LOANS FOR STRATEGIC MATERIALS 


Mr. Gastron. I wanted to add, Mr. Chairman, just one other word. 
That is in connection with strategic materials. 

Lately, we have made several loans which are loans that we probably 
would not have made were they not for the procurement of needed 
strategic materials on recommendations of the offices which are 
concerned with those things. One is a loan of $30,000,000 for strategic 
mineral development in which there will be a considerable amount of 
local currency expended. 

Another one, in another country which we have not yet consum- 
mated, is for another scarce metal and for sulfur mining. 

Another is also a substantial loan for sulfur mining, which is tre- 
mendously needed. We are figuring on nickel and some other scarce 
materials. 

In those loans we have pursued a considerably more active and 
receptive attitude than toward the ordinary loan. I made a reference 
to that in my talk to the House Committee. I notice one Senator 
misunderstood that reference to mean that we were actively soliciting 
point 4 loans, which was not true at all. 


LOANS TO COUNTRIES IN CONNECTION WITH NATIONAL DEFENSE 


Senator Kitcore. Would it be violating classified information if 
you could furnish for the record a list of the loans by countries that 
hav e been made in the interest of national defense stockpiling, by 
giving the items that you are producing? 

If not, just put the country in. 

Mr. Gaston. I think we should make it broader than stockpiling, 
because some of them are not for stockpiling purposes but in the case 
of sulfur, they are to cure a world-wide shortage. 

Senator Ecron. I happen to know we have a lot of sulfur out in the 
western part of the United States, close to home, 

Mr. Gaston. If anybody can get it out, he can sell it. 
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Senator Ecron. I wondered if it was the right kind of sulfur, or 
whether we had to go down to South America. I am not expecting 
you to know. 

Mr. Gaston. I know that there is a serious world shortage of sulfur. 

Senator Kitcorer. I have a statement here of authorizations for 
10 months ending April 30, 1951, and disbursements, as of April 30, 
1951, a statement of authorizations for fiscal year 1950, and disburse- 
ments as at April 30, 1951, and a statement of authorizations for fiscal 
year 1949 and disbursements as of April 30, 1951. 

1 wonder if you can run over these and see what part of them should 
be kept off the record, and furnish the committee for our private files 
the completed statements, and what part can be put in the record. 

{ am going to leave that up to a discussion between you and the 
national-defense people, as to what is not classified. I think you can 
clarify the very question raised in the House. 

Mr. Gaston. We can do that, Mr. Chairman. 

(The information referred to is as follows:) 


Export-IMportT BANK OF WASHINGTON 


Statement of authorizations for 10 months ending Apr. 30, 1951, and disbursements 
as at Apr. 30, 1951 


Cumulative 
[ ross amount : 

1951 fiscal yes ; am S- 
5 il year an amount dis 
bursed 

| 
| 
| 


Latin America: 

Brazil (increase) boagebeaon 478__ $1, 072, 500 

~ 25, 000, 000. 

— | $26, 072, 500. 0 

Chile a rf icine tine , 800, 000. 

Colombia (increase) ; 486 $145, 000 

500, 000. 

1, 503, 389. 

_—_——— , 148, 389. 

Cuba.. - 493 j 2, , 000 

Haiti (increase) __.-. ita ia | " , 000. 

Mexico 7 | 5 , 000 

Panama (increase) 7 ees | 500, 000 | 2, 500, 000 

Uruguay oe ee _— | 2, 859, 540. | 
Revolving credits 

996, 644. 72 

— 5, 732. 66 184, 156. 3¢ 

Strategic materials....._- bende a A ieee ee i. 57, 675, 000 





Fon Tati Astle s 5 oie son csc eussdddsowawca cae i | 263, 161, 161 


Iran int nt ‘ s . | 25. , OOO 
Israel (increase) . 5 F | 35, . 000. 58, 790, 502. 69 
Saudi Arabia seen ..-. 482 5, , 000 2, 700, 000. 00 
Total Asia__-- : nial = ; sides 75, 000, 000 
Europe: Yugoslavia. _- jx sacha 4 5, 000. 00 | 
Total Europe.........- Lae ote tee : 5, . 000. 
Other: 


Liberia. _.. : ‘ ; . — 8S ‘ scpneine 5, 000, 000. 
Revolving credits... sil 87. ‘ “ | 106, 069 | 3, 749, 069. 5 


Total other. 3 | 5, 106, 069. 08 | 


267, 230. 74 








1 Includes revolving credits. 


81916—51——-50 
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Statement of authorizations for fiscal year 1950 and disbursements as at Apr. 30, 1951 


1951 fiscal year 


Latin America: 
Argentina 
Bolivia 


Chile 


Colombia..........-. pemicbiaee schpipiacemaipeaaglnedl 


Ecuador (increase) ------..---. 
Mexico 


Venezuela 3 
Miscellaneous Latin America 
Revolving Credits _- 


Total Latin America- -- 


Asia: 
Afghanistan _- 
Indonesia 
Philippine Islands 
Saudi Arabia 
Revolving credits 


Total Asia 
Europe: 
Yugoslavia 
Total Europe 
Other: 


Egypt (increase) 
Revolving credits 


Gross amount 
authorized! 


2, 070, 000. 00 


_. 8,817, 600. 00 


3. 1,200, 000.00 | 


. 25, 000, 000. 00 | 


2, 750, 000. 00 


“———————| _ 28, 950, 000. 00 | 


a 2, 200, 000.00 | 

1, 300, 000. 00 | | 

7, 000, 000. 00 | 

500, 000. 00 | 
750, 000. 00 


| 
8, 300, 000. 00 


1, 250, 000. 00 

5, 158, 000. 00 

1, 500, 000. 00 
70, 942. 13 | 


203, 122, 742.13 | 


21, 000, 000. 00 | 
100, 000, 000. 00 

250, 000. 00 | 

4, 000, 000. 00 | 
36, 807, 692. 66 


_ 20,000, 000. 00 | 
74... 20,000, 000. 00 | 


I a ek inka italartailedivatils J 


Total authorizations_..-......-- aah atateaalladineae ibisusaente a 
} 


1 Lucludes revolving credits. 
3 


2 Subsequently canceled. 


Cumulative 
amount dis- 
bursed 


$79, 047, 434. 51 
5, 638, 530. 15 
3, 223, 200. 00 


1, 200, 000. 00 
23, 917, 000. 00 


6, 840, 000. 00 
550, 000. 00 


(2) 
(?) 
739, 000. 


4, Be, 


996, 644. 73 


6, 200, 000. 00 


7, 250, 000. 00 
3, 749, 009. 58 
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Statement of authorizations for fiscal year 1949, and disbursements as of Apr. 30, 1951 





Cumulative 
amount dis- 
bursed 


1951 fiscal year 


i 
Gross amount 
; aut horized ! | 


Latin America: | 
Bolivia... -_....-.. yi hs ‘ ae ae $320, 000.00 | $18, 820, 000. 
Brazil... Site hed ay . $3, 655, 000. 00 | 3, 203, 002. 4 
8, 278, 000. 00 6, 412, 193. 

- 11, 933, 000. 00 

Chile (increase)...............--- 374_. 20, 000, 000. 00 48, 000, 000. 
(increase) ‘ svkcvedighdsasneeee -. 1,350, 000.00 | | 5, 500, 000. 
1, 200, 000. 00 | (?) 
375, 000. 00 ® 

~ - 22, 925, 000 


Colombia (increase) . __- ie : 500, 000. , 971, 479. 25 
Ecuador (inerease) _. _ - eo 3 a _ on te His 331, 900. | 2, 311, 900. 
Haiti. ; : , 000, 000. ; 

Mexico. ; 5: ko , 500, 000. , 500, 000. 
Panama... : : Lsaed re 2, 000, 000. 00 | 2, 500, 000. 
Uruguay - - 5 é : 141, 600. 141, 600. 
Venezuela... ‘ J J f m , 950, 000 | , 801, 873. &: 
Revolving credits re ; dia catia , “ i 55, 061. 2! 996, 644. 7: 


Total Latin America. -_- ; oun 5 ‘ 5, 656, 561. 25 


Asia: | 
Israe!} Skdiniee acim ai " . 458_- olde 000. 000. | 58, 799, 502. 
Revolving credits ‘ Sawbidlale olienainaee ee . 3, 350, 428 | , 158, 121. 


RE I Sotiidéaed<casas 7 3 350, 428. ¢ 


ana eer $2, 610, 216. 48 ia 179, 703 
10, 000, 000. 00 | , 000, 000. 


Total Europe...............-- 2, 610, 216. 48 | 


Other: | 

Cpe: i515... Sika eae bette fee , 000, 000. 00 | , 525, 000. 00 

Liberia. - ; ‘ hantieteld die wd phen nestheaeiel , 000, 000. 00 | , 000, G00. 00 

Revolving credits-_-_ secenuGudéoeds cadena... oe 3, 749, 009. 58 
. 3,000, 000. 00 184, 156. 39 
re 3, 242, 342. 91 | 


Total authorizations -- 


1 Includes revolving credits. 
2 Subsequently canceled. 


BALANCE ON HAND FOR FUTURE LOANS 


Senator Ecron. I would like to ask Mr. Gaston one question, to 
see if I have this clear in my mind. 

The undisbursed authorizations that are listed in the summary of 
loans is the actual capital that the bank has left for future loans; is 
that correct? 

Mr. Gaston. No, sir; those are the commitments which have not 
been paid out. We have made agreements with the country or 
individuals to make loans covering that amount, but they have not 
been disbursed. 

Senator Ecron. What is your balance left now for immediate or 
future loans? 

Mr. Gaston. $518,000,000. 

Mr. Arey. The amount of total undisbursed authorizations and 
outstanding loans, which is the total you will see on that sheet, is 
$2,987,000,000. Subtract that from $3,500,000,000—we have a lend- 
ing authority of $3,500,000,000—so it would be $518,000,000. 

Senator Ecron. Are you asking for additional authorizations? 

Mr. Gaston. Yes. You mean are we asking for additional funds? 

Senator Ecron. Yes. 

Mr. Gastron. That will come up later. 
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NEW LOAN AUTHORIZATION 


Senator Ecron. The amount you ask for in a new authorization 
will give you practically double that amount for lending purposes? 

Mr. Gastron. We are asking for another $1,000,000,000. We have 
$518,000,000 uncommitted at the present time. It is a question of 
policy as to how much should be held uncommitted to meet unexpected 
demands. I would say at least $300,000,000 ought to be held ua- 
committed. 

So if we ask for another $1,000,000,000 that would give us $1,200,- 
000,000. I think we could probably safely commit that. That does 
not mean a program for 1 year. It is a revolving authority, intended 
to handle all contingencies for a considerable period of time. 


POST OFFICE DEPARTMENT 
GENERAL PROVISIONS 


AMENDMENT REQUESTED 


Post OrricE D8PARTMENT, 
OFFICE OF THE POSTMASTER GENERAL, 
Washington D. C., May 11, 1951. 
Hon. Haruey M. Kitcore, 
Chairman, Subcommittee of the Committee on Appropriations, 
United States Senate. 

Dear Mr. CHarRMAN: On May 8, 1951, the President approved 8. 803 (Public 
Law 27, ch. 46), which provides as follows: 

“That the Postmaster General may authorize the sale of— 

(1) post route and rural delivery maps; 
(2) opinions of the Solicitor for the Post Office Department; and 
(3) transcripts of hearings before the trial examiners for the Post Office 
Department; 
at such rates as he determines to be fair and reasonable: Provided, That such shall 
not be sold at a price that represents more than the cost thereof.” 

This law covers the authority that would be granted to the Postmaster General 
by the provision of section 205, title II, of H. R. 3282, a bill making appropriations 
for the Treasury and Post Office Departments and funds available for the Export- 
Import Bank of Washington for the fiscal year ending June 30, 1952, and for 
other purposes, which is under consideration by your subcommittee. Since the 
inclusion of the present provisions of section 205 of title I] in H. R. 3282 is no 
longer necessary, it is recommended that the subcommittee print of H. R. 3282 be 
amended in the following respects: 

(1) In title II, strike out all of section 205 (lines 16 to 19, inclusive, p. 16); and 

2) In title II, strike out “Src. 206” (line 20, p. 16), and insert in lieu thereof 
“Sec. 205.” 

Sincerely yours, 
J. M. Donatpson, Postmaster General. 


Senator Krucore. Is there anything further? If not, thank you 
gentlemen, for coming up. 

We will recess, subject to call of the chair. 

(Whereupon, at 3:30 p. m., Thursday, May 3, 1951, the hearing was 
closed.) 
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